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Veterans Bond Act of 1984
Official Title and Summaf" Prepared bv
. the Attornev. General
,

\'ETER.\:\S BO:\D .\CT OF 1984. This act provides for a bond issue of six hundred fifty million dollars (8650.000,000
to provide farm and home aid for California veterans.

I

Final Vote Cast by the Legislature on AB 2354 (Proposition 29)
Senate: Ayes 36
Assembly: Ayes 77
:\oes 1
:\oes 1

Analysis by the Legislative Analyst
Background
On numerous occasions in the past, the voters have authorized the state to sell general obligation bonds for the
purpose of financing the veterans' farm and home loan
program. A general obligation bond is backed bv the full
faith and credit of the state, meaning that. in is~uing the
bond, the state pledges to use its taxing pO\.... er, if necessary, to assure that sufficient funds are available to pay the
principal and interest on the bond. The total amount of
general obligation bond sales authorized bv the voters for
this program since 1921 is nearlv 85.1 billion.
The proceeds from these bond sales have been used bv
the Department' of \'eterans Affairs to purchase farm~,
homes. and mobilehomes on behalf of qualified California
veterans. These properties have then been resold to the
veterans. Each participating veteran makes monthly payments designed to (1 \ reimburse the department for the
costs it incurs in purchasing the farm, home, or mobilehome, (2) cover all costs resulting from the sale of the
bonds, including interest on the bonds. and (3) cover the
costs of operating the loan program. Because the state is
able to borrow at interest rates that are well below those
charged to individuals, the veteran's monthly payments
for the purchase of a home under this program are less
than what he or she would otherwise be required to make.
Under the veterans' farm and home loan program, the
maximum loan amount is $75,000 for homes and mobilehomes sited on a lot owned by the purchaser and installed
on a foundation, $55.000 for mobilehomes sited in a
mobilehome park, and $200,000 for farms. Existing law
permits a 85.000 increase in these loan amounts for homes
equipped with certain solar energy heating devices.
Proposal
This propOSition, the Veterans Bond Act of 1984, would
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authorize the state to issue and sell 8650 million in general
obligation bonds to continue the veterans' farm and home
loan program.
Fiscal Effect
1. Cost of Paying Off the Bonds
The bonds authorized by this measure probably would
be paid off over a period of up to 25 years. The principal
portion of these repayments would average 826 million
per year. In addition, the state would have to pay interest
on the borrowed funds. We estimate that if the bonds were
sold at an interest rate of 10 percent, the annual cost of
these interest payments would average approximate' ")'
million.
If the payments made by those veterans participating in
the farm and home loan program did not fully cover the
costs of making principal and interest payments on the
bonds, the state's taxpayers would be required to pay the
difference. Throughout its history, however, the loan program has been totally supported by the participating veterans, at no direct cost to the taxpayer.
2. Other Fiscal Effects
Increased Borrowing Costs. Generally, an increase in
the amount borrowed by the state tends to raise the rate
of interest on borrowed funds. Consequently, the state
and local governments could incur higher costs under
other bond programs as a result of this measure. The size
of any such costs cannot be estimated.
Revenue Loss. The interest paid by the state on these
bonds would be exempt from the state personal income
tax. Therefore, to the extent that the bonds are purchased
by California taxpayers in lieu of taxable investments, the
state would collect less income tax revenue. It is not possible to estimate what this revenue loss would be.
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Text of Proposed Law
This iaw proposed bv Assemblv Bill 2354 (Statutes of 19H4. Ch.
.'3911 IS <,ubmitted to the people In accordance with the provISIon'>
"j -\rticle X\'! of the Constitution.
liS proposed law adds sections to the \lilitarv and Veterans
"vae: theretore. new provisions proposed to be added are printed in italic II'pe to indicate that they are new.
PROPOSED LAW
Article 5r (commencin~ with Section 998.0631
i.• added to Chapter 6 of Division 4 of the Military and \'eteram
Code. to read:

SEeIIO\; 1.

Article Sr. Feteram Bond Act of 1984
998.063. This article may be cited as the Veterans Bond Act
of 1984.
998.064. The State General Obligation Bond Law (Chapter 4
(commencing with Section 16720) of Part 3 of Dil'ision 4 of Title
2 ofthe Government Code), except as otherwise provided herein, is adopted for the purpose of the issuance, sale. dnd repa.I·ment of. and otherwise providing with respect to, the bonds
authorized to be issued by this article, and the prodsions of that
law are included in this article as though set out in full in this
:ticle. :lll references in this article to "herein" refer both to this
.. rticle and that law.
998.065. .4s used herein, the following words shall have the
following meanings:
(aJ "Bond" means I'eterans bond, a state general obli[!atioll
bond issued pursuant to this article adopting the provisions of the
Stnte General Obli[!ation Bond Law.
I b) "Committee" means the Veterans' Finance Committee of
1943.

(c) "Board" means the Department of Veterans Affairs.
(d) "Fund" means the Veterans' Farm and Home Building
i of 1943.
c') "Bond .4ct" means this article authorizing the issuance of
state general obligation bonds and adopting the State General
Obligation Bond Law by reference.
998JJ66. For the purpose of creating a fund to provide farm
and home aid for veterans in accordance with the Veterans'
Farm and Home Purchase Act of 1974 (Article 3.1 (commencing
with Section 987.50)), and of all acts amendatory thereof and
supplemental thereto. the committee may create a debt or debts.
habili!,I' or liabilities. of the State of California, in the aggre[!ate
amount of not more than six hundred fifty million dollars (S650,000.(00) in the manner prol'ided herein.
998.067. All bonds authorized by this article, when dul.I' sold
and delil'ered as prodded herein, constitute I·alid and legally
binding general obligations of the State of California, and the full
faith credit of the State of California is hereby pledged for the
punctual payment of both principal and interest thereof.
There shall be collected annually in the same manner and at
the same time as other state re,,'en~e is collected a sum ofmoney.
in addition to the ordinary revenues of the state, sufficient to pay
the principal and interest on these bonds as provided herein. and
all officers required by law to perform any duty in regard to the
collection of state revenues shall collect this additional sum.
On the dates on which funds are remitted pursuant to Section
16676 of the Government Code for the payment of the then
maturing principal and interest of the bonds in each fiscal year,
there shall be returned into the General Fund all of the monel'
in the Veterans' Farm and Home Building Fund of 1943, not in
excess of the principal ofand interest on any bonds then due and
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pm'able. except as herein prm'ided for the prior redemption of
the bonds. and. if the monel' so returned on the remittance dates
1.1 less than the prinCIpal and IIlterest then due and payable, the
balance remaininf! unpaid shal/ be returned into the General
Fund out of the Veterans' Farm and Home Buildinf! Fund of1943
as soon as it shall become aI·ailable. together with interest thereon From the dates of m,ltlIritl' until so returned at the same rate
of interest as borne by the bonds. compounded semiannualh.
998.066. There is herebl' appropriated from the General
Fund. for purposes of this article. a sum of money that will equal
both of the following:
{al That sum ann~ually necessary to pay the principal of. and
the interest on. the bonds issued and sold as provided herein. as
that prinCipal and interest become due and payable.
(b I That sum necessary to carry out Section 998.069. appropriated without regard to fiscal years.
998,069. For purposes of this article, the Director of Finance
mm·. bl' executil'e order, duthorize the withdrawal from the
Ge'ner~l Fund of a sum of money not to exceed the amount of
the unsold bonds which have been authorized to be sold by this
article ..4ny sums withdrawn shall be deposited in the Veterans'
Farm and Home Building Fund of 1943. All money made al'ailable under this article to the board shall be returned bv the board
to the General Fund from receipts from the sale of bonds sold
under this article, together with interest at the rate of interest
fixed in the bonds so sold.
998.070, Upon request of the board. supported by a statement
offts plans and projects approved by the Governor. the commIttee shall determine whether to issue any bonds authorized under
this article in order to carry out the board's plans and projects.
and. if so. the amount of bonds to be issued and sold. Successil'e
issues of bonds mal' be authorized and sold to carn' out these
plans and projects progressively, and it is not neces~ary that all
the bonds be issued or sold at anI' one time.
998.071. So long as any bond; authorized under this article
are outstanding, the Director of v-eterans Affairs shall, at the
close of each fiscal year, require a survey of the financial condition of the Division of Farm and Home Purchases, together with
a projection of the dil'ision 's operations, to be made by an independent public accountant of recognized standing. The results
of each survey and projection shall be reported in writing by the
public accountant to the Director of Feterans Affairs, the California Feterans Board, and the committee.
The Dil'ision of Farm and Home Purchases shall reimburse the
public accountant for these sen'ices out of any money which the
dil'ision may have a~'ailable on deposit with the Treasurer.
998.072. The committee mav authorize the Treasurer to sell
all or any part of the bonds authorized by this article at the time
or times fixed by the Treasurer.
Whenever th~ committee deems it necessary for an effective
sale of the bonds, the committee mav authorize the Treasurer to
sell any issue of bonds at less than tbeir par value, notwithstanding Section 16754 of the Government Code. However, the discount on the bonds shall not exceed 3 percent of the par value
thereof.
998.073. Out of the first money realized from the sale of
bonds as provided herein, there sh~ll be redeposited in the General Obligation Bond Expense Re\'Oh'ing Fund, established by
Section 16724.5 of the Government Code, the amount of all expenditures made for the purposes specified in that section, and
this money may be used for the same purpose and repaid in the
same manner whenel'er additional bond sales are made.
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Veterans Bond Act of 1984
Argument in Favor of Proposition 29
Californians have long recognized a special debt to those
men and women who. at great personal sacrifice. served
their state and nation in time of war. This recognition has been
best expressed by a 63-year tradition of support for Cal-Vet bonds
\vhich. at no cost to taxpayers. provide California veterans with
loans used to purchase or improve homes, mobilehomes, and
farms.
This bond act will provide approximately 9,500 low-interest
loans for veterans of Vietnam and veterans of other wars who
have been disabled. It will allow these more recent veterans to
join nearly 400,000 veterans of World War I, World War II, and
Korea who have been assisted in rejoining the mainstream of
California life through ownership of a home or farm.
The most remarkable feature of the Cal-Vet Program is the
fact that it is totally self-supporting. All principal and interest
owed to bondholders and all administrative costs are repaid
through contractual payments received from veterans who hold
Cal-Vet loans. ~o taxpayer money has ever been needed to
~·oung

repay Cal-Vet bonds or to run the Cal-Vet Program!
Along \\-ith assisting veterans, the Cal-Vet Program provides a
needed stimulus to California's overall economy as money used
to purchase new and existing homes generates jobs and opportunities for businesses, professions, and trades connected with
the state's housing industry.
This act was approved overwhelmingly on bipartisan votes of
77-1 in the As sembi v and 36-1 in the Senate. It is endorsed bv
every major vetenl~s' organization in the state.
.
We respectfully ask you to vote FOR the Veterans Bond Act
of 1984 so that California can continue to keep its commitment
to the thousands of qualified veterans who need and rightfully
deserve this important benefit.
RICHARD ALATORRE
Alember of the Assembly, 55th District
STEVE CLUTE
Jlember of the Assembly, 68th District

Rebuttal to Argument in Favor of Proposition 29
Californians do not owe any special debt to veterans. The
proponents' basic premise is utterly false. In our economy, with
its complex division of labor, we all depend for our very survival
upon millions of people we never meet. They produce our food,
manufacture our clothing, build our homes, etc. There is no
reason to single out veterans for special privileges and social
welfare. Just like others who provide necessary goods and services, people in the military receive a combination of wages, incentives, and job satisfaction that at the time of their service is
their best available opportunity. They are already fully compensated. True, military service is rish, but so are many other occupations: firefighting, law enforce~ent, CALTRANS work, etc.
The proponents misleadingly imply that these bonds would
only benefit veterans who served during war. On the contrary,
the extravagance of the state's veterans program extends to
peacetime military service, which is considerably Jess dangerous
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than many civilian pursuits.
Finally, the proponents promise the miracle of a totally c
less government program. If this program is truly costless, \
confine it to veterans? Why not lavish its benefits upon us Cl••
Even if veterans bonds are not repaid through taxation, they still
have subtle costs. They employ the state's taxing power to misallocate savings. This does not stimulate California's economy, as
the proponents suggest. It can only drive up interest rates and
make Californians poorer.
DA VID BERGLAND
Libertarian Presidential Candidate
SARA BAASE
Libertarian Congressional Candidate. 41st District
HOWARD CREIGHTON
Libertarian Congressional Candidate, 6th District

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency
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Veterans Bond Act of 1984
Argument Against Proposition 29
The state government in this election is asking Californians to
appro\e an unprecedented $1.6 billion worth of general obligation bonds, on top of those already approved earlier this year,
\ ;ters should reject all new bond issues, including the proposed
\'eterans bonds.
The state government obtains revenue in only three ways:
taxation. borrowing, and direct fees for government "services."
The tax revolt has checked the state's plundering of its citizens
through taxation. Hut California voters have been far less critical
of state borrowing. because, at first glance, government borrowmg seems less coercive and harmful.
This is an illusion. Government borrowing hinges on the power to tax. :\0 one would voluntarily loan money to the state unless
it has some means of paying the interest and repaying the principal.
Even when government borrowing is not repaid through taxation, as in past veterans bonds, the government's coercive taxing
power still guarantees its loans. This gives government bonds an
unfair competitive advantage on the loan market. Since the suppiy of savings is limited, government borrowing entices loanable
funds awav from other uses more desired bv consumers. The
resulting ~isallocation of savings drives up interest rates and
makes Californians generally poorer.
California politicians for too long have v.Tapped veterans
1S in the protective aura of the flag. Veterans are no more
Jcrving of special privileges and social welfare than any other
group. True, military service is risky, but so are many other
occupations: firefighting, law enforcement, CALTRANS work.
etc. Indeed, during peacetime these other occupations are considerably more dangerous. Yet, none of these groups receive the

kind of oounties that governments at all levels dispense to veterans.
Furthermore. the state's veterans program is not restricted to
those who risked their lives in war or who were injured in military service. It does, however, discriminate against veterans who
become California residents after their military service.
Actually, the only veterans owed any special obligations are
those who were drafted. The government forced them to assume
military risks against their will. But any program of restitution
should be confined to draft victims, should be honestlv labeled
as such. and should be paid for by the politicians and offi'cials who
imposed the draft, and not out of the pockets of innocent Californians. {Ironically, the very same politicians who order taxpayers
to spare no expense on veterans are often the same ones who
favor a draft because it is cheaper than a voluntary military.)
Veterans bonds do include one legitimate feature. The state
can borrow money at lower rates than veterans not only because
it coercively guarantees its loans but also because its loans possess
state and federal tax exemptions. The Legislature, however, can
deliver this worthy relief more directly. In fact, it should grant
tax exemptions not just to veterans loans, but to all loans.
~eanwhile. a l\iO vote on Proposition 29 will prevent further
undeserved extravagance for some veterans at the expense of all
Californians.
DAVID BERGLAND
Libertarian Presidential Candidate
SARA BAASE
Libertarian Congressional Candidate, 41st District
HOWARD CREIGHTON
Libertarian Congressional Candidate, 6th District

Rebuttal to Argument Against Proposition 29
Even the opponents of Proposition 29 admit that no taxpayer
money will be needed to repay Cal-Vet loans. So instead they
offer a twisted analysis of how government borrowing affects the
economy and callous insults to veterans who have served their
country in wartime.
California, the nation's most populous state, ranks 48th in per
capita general obligation bond debt. State Treasurer Jess Unruh
says California could easily market up to $2 billion annually in
general obligation bonds without damage to the state's credit
rating or overburdening the General Fund. The opponents' nation that government borrowing is somehow "unfair" and "coercive" is also nonsense. Tax-exempt bonds have proven to be a
thoroughly efficient and prudent way to finance worthwhile
state and municipal programs.
To say that veterans, especially those who enlisted voluntarily,
are unworthy of special benefits demonstrates a cold disregard
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for their personal sacrifice. Serving in the military during a war
almost always carries a risk of combat duty or duty close to
combat zones. A member of the armed forces, whether enlisted
or drafted, cannot quit when faced with life-threatening assignments. Further, military service usually entails extended separation from home and family. Add the low pay and hardships of
overseas duty and it should be obvious that wartime military
service cannot in any way be compared to civilian law enforcement work.
'
The Cal-Vet Program has made good ecOnomic and social
sense for more than 60 years. Let's continue to honor our commitment to California's veterans. Vote FOR Proposition 29.
RICHARD ALATORRE
Member of the Assembly, 55th District
STEVE CLUTE
Member of the Assembly, 68th District

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency
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